AMENDED IN ASSEMBLY APRIL 10, 2007

CALIFORNIA LEGISLATURE—2007—08 REGULAR SESSION

ASSEMBLY BILL No. 989

Introduced by Assembly Member Garrick

February 22, 2007

An-actto-amend-Seetions17053:30-and-23617-6f the- Revenue-and
Faxation-Coderelating-to-taxation—An act to add and repeal Sections
17053.77 and 23677 of the Revenue and Taxation Code, relating to
taxation, to take effect immediately, tax levy.

LEGISLATIVE COUNSEL’S DIGEST

AB 989, as amended, Garrlck Income and corporation taxes: credit:
- health savings account.

The Personal Income Tax Law and the Corporation Tax Law authorize
various credits against the taxes imposed by those laws.

This bill would, for each taxable year beginning on or after January
1, 2008, and before January 1, 2018, allow a credit under both laws in
an amount equal to the amount contributed to a health savings account,
as specified.

This bill would take effect immediately as a tax levy.
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Vote: majority. Appropriation: no. Fiscal committee: ne-yes.
State-mandated local program: no.

The people of the State of California do enact as follows:

SECTION 1. Section 17053.77 is added to the Revenue and
Taxation Code, to read:

17053.77. (a) For each taxable year beginning on or after
January 1, 2008, and before January 1, 2018, if a taxpayer so
elects, there shall be allowed as a credit against the “net tax,” as
defined in Section 17039, an amount equal to the amount
contributed by a taxpayer during the taxable year to a health
savings account of an eligible individual pursuant to Section 223
of the Internal Revenue Code, relating to health savings accounts,
including contributions described in Section 106(d) of the Internal
Revenue Code, relating to contributions to health savings accounts.

(b) The election authorized under subdivision (a) shall be made
on the original return for the taxable year during which the
contribution was made and shall be irrevocable.

(c) If a taxpayer makes the election in subdivision (a), no
deduction shall be allowed under this part or Part 11 (commencing
with Section 23001) with respect to the amount of the contribution
described in subdivision (a) to the taxpayer or any other individual
with whom the taxpayer filed or could have filed a joint return
under Section 18521.

(d) The disallowance of a deduction for contributions to a health
savings account pursuant to this section shall not alter the tax
treatment of distributions from a health savings account.

(e) Inthe case where the credit allowed by this section exceeds
the ““net tax,” the excess may be carried over to reduce the net tax
in the following year, and the seven succeeding years, until the
credit is exhausted.

() This section shall remain in effect only until December 1,
2018, and as of that date is repealed.

SEC. 2. Section 23677 is added to the Revenue and Taxation
Code, to read:
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23677. (a) For each taxable year beginning on or after
January 1, 2008, and before January 1, 2018, if a taxpayer so
elects, there shall be allowed as a credit against the *““tax,” as
defined in Section 23036, an amount equal to the amount
contributed by a taxpayer during the taxable year to a health
savings account described in Section 106(d) of the Internal
Revenue Code, related to contributions to health savings accounts.

(b) The election authorized under subdivision (a) shall be made
on an original return for the taxable year during which the
contribution was made and shall be irrevocable.

(c) If a taxpayer elects a credit pursuant to this section, no
deduction shall be allowed under this part or Part 10 (commencing
with Section 17001) with respect to the amount of the contribution
providing a basis for the credit under this section.

(d) The disallowance of a deduction for contributions to a health
savings account pursuant to this section shall not alter the tax
treatment of distributions from a health savings account.

(e) In the case where the credit allowed by this section exceeds
the “tax,” the excess may be carried over to reduce the tax in the
following year, and the seven succeeding years if necessary, until
the credit is exhausted.

() This section shall remain in effect only until December 1,
2018, and as of that date is repealed.

SEC. 3. This bill shall not become operative unless both this
bill and Assembly Bill No. 84 from the 2007-08 Regular Session
are both chaptered and become effective on or after January 1,
2007.

SEC. 4. This act provides for a tax levy within the meaning of
Article 1V of the Constitution and shall go into immediate effect.
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